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DISTRIBUTION OF WEALTH AND INCOME UNDER THE NAZIS
GENERAL interest in the distribution of income according to size in Nazi Germany arises not only from its close relation to spending-saving patterns influencing the course of the business cycle, but also from its relevance to the question of who benefits from the regime. Moreover, the extent of inequality of both wealth and income is one of the important criteria for the classification of the Nazi economy under state capitalism or socialism.
I
Because of totalitarian censorship and widespread use of the press for the ends of the state, many people have an understandable hesitancy to accept any analysis based on German data. For this reason, questions concerning the validity of Nazi statistics need to be anticipated. After working carefully and critically with German data, one discovers that concealment frequently takes the form of not publishing certain economic facts rather than actually tampering with the figures. It is very difficult to falsify statistics in a consistent manner; for misrepresentation in one area requires changes in others in any one year and necessitates further falsification over time. Business men and bureaucrats require accurate statistics upon which to base their activities, and the official publications used within Germany are identical with those sent abroad. Moreover, the government statistics frequently contradict official assertion as to what has been accomplished, and this contradiction itself is a partial endorsement of their accuracy. The German figures are, of course, open to the defects of statistics for any country. Trustworthy economic interpretation in any case necessitates painstaking criticism -to determine the precise significance of definitions describing numerical items as well as to test the comparability and consistency of the items.
The German data on size distribution of combined income among individuals are fairly comprehensive. The total number of those included is equal to the total number of the gainfully employed minus family members in the family business, plus persons living on the income [ I78 ] from their investments; and it amounts to more than 30 million individuals in any one year.1 The statistics are based on the income tax and the wage tax figures and have certain defects for this study. The chief of these defects are: (i) variations in the period covered by the tax assessment determining income, and (2) lack of precision in the measurement of income because of provisions of the tax laws relating to deductions allowable before arriving at net income. 2 Until 1934 the periods coTr ed by the tax assessment were as follows: for agriculture and forestry from July i to June 30; for business enterprises, the fiscal year of the undertaking; and for all other taxpayers, the calendar year. After I934, however, the assessment covers the calendar year in all cases.
The figures do not contain the income for which no tax declaration was required under the tax laws. They do include all the assessed persons, even if tax exempt. Individual wage income of less than 8ooo Reichsmarks per year after deductions of the tax exempt amount is liable to the wage tax which is deductible at the source and all those liable are included here.
3 "Income" for purposes of taxation is defined as the total gross earnings minus losses and special expenditure -the surplus of receipts over "expenditure incurred for the acquisition, securing and maintenance of income." Profits are determined for purposes of the income tax laws by a comparison of the working assets of one year with those of the preceding year. Depreciation charges, etc., may be deducted from the gross income, but outlays for investment and extensions and improvements are not deductible in determining taxable income. Fees and indirect taxes may also be deducted, but income and property taxes may not. Interest due on a debt, whether the debt was incurred for purposes of production or consumption, may be deducted. Previous to 1934, losses could be deducted if offset by earnings from other sources and could be carried forward to the following two years. The I934 tax law, however, did not contain this provision. Deductions for expenditures on professional education of the tax payer, and contributions to the relief, welfare, and pensions funds by employers were permitted until 3934. Insurance premiums and employees' contributions to social insurance up to 6oo RM are still deductible.
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tistical summarizations of their significance but also prevents the charting of these data by the simple methods ordinarily used for frequency series.
For such skewed series, the graphic method devised by Pareto is often helpful, and it is used here as the general means of representation and analysis. The application of the method does not necessitate any implication as to a law of distribution for values of income outside the range covered by the observed data, and is used solely to describe the distribution within the range of the given statistics.' Ac- sented here, the curves joining the plotted points are used rather than "fitted" ones. The plotted curves are, moreover, so nearly straight lines that the average inequality of the range covered, except for the lowest class interval, can be inferred from the direction of a straight line joining two widely separated points Thus, to obtain an index of inequality, the slope is inverted, and the minus sign is neglected; hence, the average index of inequality, as given by the reciprocal of the slope, reflects increase in inequality. The estimated reciprocal slopes, for lines visually located, are given in Table i . Inadequate data may account for small discrepancies among these items, but considerable differences are undoubtedly significant.2
There was a slight tendency for the slope to be greater in depression than in prosperity, as can be seen from a comparison of the curve for I932 with those for I928 and I936. Average inequality was not only greater in prosperity than in depression, but it was also larger in the Nazi boom year of I936 than in I928. Comparisons of this sort must be qualified by due consideration of the somewhat treacherous way in which the Pareto method of charting condenses the statistical evidence.
A more detailed picture of the changes in inequality can be obtained from a close examination of the steepness of slope between different points of the curves for I928 and are under 6o years of age at the time of first insurance. Table 2 shows the cumulated frequencies for salaries and wages for all years between I929 and I 936 inclusive. The similarity in the curvature of these frequencies from year to year for ceiving incomes below I 2 RM. Salaries also show an increase in the percentage number in the lowest class interval, but there is no significant variation in other parts of the curves. This slight variation in the distribution of individual wage and salary income is probably influenced by cyclical factors. The average covering the years I929-32 includes two depression years while the period of the Nazis contains 'These fairly comprehensive figures are not reported directly but are calculated by the German Statistical Office from the insurance reports. The collected data give only the number of weekly contributions paid in each of eight wage income classes. The annual number of premium payers in each wage class was divided by 52 on the assumption that all the insured paid premiums for each week in the year. This hypothesis is particularly unrealistic during years of great unemployment. The error involved, however, is not very important as judged by a comparison of the total number of employed so calculated and the total given by the employment statistics reported directly. Wage tax statistics which omit tax exempt incomes could not be used because they are very incomplete. (Until January, I935, this tax exempt amount was IOO The number of salary workers according to size of salary income was calculated by the official source in the following way: the number of monthly premium payments in each of seven classes was divided by I2. Before January i, I935, the data do not include salaries above 700 RM monthly. Ibid. 2 The lower limit for the smallest class of wages or of salaries is zero as can be seen in Table 2 . Because zero can not be plotted on a logarithmic scale, it was assumed that no income receivers represented here got wages less than 5 RM or salary less than 3o RM. equal distribution of property tends to carry with it inequality in income derived from property, not only directly through its existence, but also indirectly through its effect on the production of other incomes.
'There is not space here to discuss difficulties in making adjustments for changes in the cost of living or to go into tax adjustments in any great detail. These have been considered in a doctoral dissertation which is to be published sometime in the future. The conclusion there is that allowances for these two factors do not substantially change the results based on distribution of money income received. It is obvious, moreover, that the figures given here do not show the distribution of consumption income. Consumption of all income classes is limited by government propaganda and policies so as to divert buying power into capital investment. It is not possible to determine quantitatively how these restrictions limit consumption of various income classes. Rich and poor alike are pressed for contributions to campaigns such as Winter-Hilfe. Levies placed upon industrial corporations to subsidize export trade merely have the effect of redistributing income between industry in general and the export business. Nor should the dividend limitation law be looked upon as modifying the general outline of the picture presented here; for it is already allowed for in the distribution of money income received. The law provides that no company can pay cash dividends in excess of 6 per cent (in certain cases 8 per cent). Any dividends in excess of 6 per cent or 8 per cent must be invested by the company in government bonds and hence this excess is not reported in individual income until it is actually received. Early in the spring of I938, the government bonds so purchased, amounting to ioo million RM, were distributed in the form of noninterest bearing tax certificates which could be used for paying taxes in 194I and following years.
The results of the Pareto method applied to the distribution of wealth according to size classes can be seen in Table 3 terion of the size class, is defined in the law in the following manner. The gross property, composed of property in agriculture and forestry, real estate, business undertakings, and other property comprising mainly stocks and bonds, is determined by the tax assessment.' Gross property minus debts and other liabilities and tax exemptions constitutes the total property.2 The total property of all physical persons who normally reside in Germany is liable to the tax. Curves for both I935 and I93I reveal a striking approach to linearity, and average inequality is greater in I935 than in I93I. The two years are not perfectly homogeneous because of slight changes in the amount of tax exemption permitted in the law,3 as well as some modification with respect to prices and hence valuation. Because of the stable price policy pursued by the Nazis, price changes were not large. Moreover, even though these rather small price changes were not uniform, and hence affected different forms of property differently, the curve would merely shift provided the various total properties were made up of similar forms. Cyclical variations may also bring about changes in individual total property and thus cause shifts in the distribution of wealth. The outstanding feature of the picture drawn here is the fact that the Nazi economy can hardly be looked upon as a "socialist" regime so far as ownership of private property is concerned. Whatever may have been the specific reasons, whatever may have been the changes in identity of individuals owning property, the average inequality in the distribution of wealth was greater in I935 than in I93I.
III
The increase in the inequality of wealth contemporaneously with increased inequality of income is, of course, not decisive in determining all the causal factors at work. According to" Pareto, the distribution of income is determined not by the economic structure of society and by its institutions, but by the distribution of certain natural qualities inherent in men. He based his conclusion on the results of a statistical investigation which revealed a striking stability of the income curve in different epochs and places. But not long after the enun- revealed that very distinct shifts occurred in periods of economic or political unrest.2 The statistics shown in this present study also contradict Pareto's contention that the distribution of income is hardly affected by changes in economic structure, or institutions, and indicate that inequality increased under the National Socialist regime. The average inequality during a properous year under the Nazis was greater than that for a prosperous year before the dictatorship. The increase in inequality of income, moreover, has significance over and above its relevance to the characteristic of the institutional changes under Hitler. Generally speaking, the more unequally distributed is income the greater will be the amount saved by the community at each level of total national income. The increase in inequality of incomes thus assists the more direct attempts of the Nazis to cut consumption drastically in order that the remainder of the national income may be devoted to armaments. He also concluded that differences in personal qualities were the basic cause of inequality but admitted the influence of chance, violence, economic situation, and social institutions. The statistics for the fifteenth and sixteenth century are too meagre to be conclusive and lack of homogeneity may explain Schmoller's results rather than any fixed system of causation.
